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Date: December 10, 2009
RE: COMMENTS FOR RES CONCEPT OUTLINE

The Independent Energy Producers Association (“JEPpleased to comment on the
California Air Resources Board (CARB) “Proposed Cept Outline for the California
Renewable Electricity Standard” or RES (October@00Provided below are initial principles
that IEP recommends for consideration when desipaimd implementing the RES. In addition,
we have provided specific feedback to questionggdby staff in the Proposed Concept Outline
(Outline).

I. General Comments and Proposed Principles for Consatation
The focus of the RES program is to adopt a regqaiatonsistent with the 33% renewable
electricity energy target established in EO S-14-UBe Concept Outline provides a
preliminary draft of the concepts developed for RS regulation used to implement EO
S-14-08. As noted in the Concept Outline, “Rendevgleneration obligations on
regulated parties established by the current RB&@am would continue in force. In
general, renewable generation used to meet théigatnins would count towards
compliance with ARB’s RESY IEP supports this general commitment. In additige
recommend consideration of the following principlgsen designing and developing the
RES regulation to implement EO S-14-08.

a. Do No Harm — Support Existing Investment Commitmens in the “Pipeline.”
The California RPS standard has been in place &mynyears. During this period, in
spite of nearly continual changing of program rudggshe legislature and lead
agencies, a significant amount of business acthaty emerged. This activity
includes extensive renewable development plansitigg, and construction. In
addition, extensive contracting for new and/or m@oresources have occurred.
Billions of investment dollars are committed togh&alifornia meet its renewable
goals. CARB should be mindful of this infrastruetinvestment, and not undertake
regulatory/programmatic changes that undermineitiisstment.

! CARB Proposed Concept Outline for the CalifornenBwable Electricity Standard (October 2009), p. 1.
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b. Maintain Measure of Regulatory Certainty Supporting New Investment. As the
state moves to expand its renewable program go&@3%, it will be important to
take steps to ensure timely and cost-effectivestment in new renewable resources,
including transmission and generation. For tharftial community to support the
significant investment needed to achieve thesesgaatrong measure of regulatory
certainty must prevail. The essential buildingdi®to achieve RPS compliance are
in place through years of work by the CPUC andGR€. This work should not be
overlooked, nor altered unless compelling evideargeiment exists to make such
changes. In the near term (example for next yeagbuttable presumption should
apply that the existing CPUC/CEC program desigmel#s are sufficient and
necessary to maintain continuity necessary to maeitte probability of achieving
33% renewable penetration by 2020.

Il. Specific Feedback on Questions Posed
In response to specific questions posed in the €arutline, IEP offers the following
comments.

a. Should a Threshold Be Applied for Application of tre RES to load-serving
entities (LSEs)? IEP does not endorse creating a threshold forgpécation of the
RES to LSEs. Many means exist for all LSEs irretipe of size to contribute to the
statewide goal of achieving a 33% penetration néveables based on retail sales.
For example, bundled and/or unbundled Renewablegirigertificates (RECs) are
specifically designed to accommodate the oftenumictharacteristics of small LSEs
and/or LSEs that see significant swings in loadifyeear-to-year. To begin the
process of creating exemptions through the appbicatf thresholds raises a host of
issues, not the least of which is concerns ovesd€ting the standard and annually
counting LSE load against such standard; (b) doftirsy amongst LSE’s, and (c)
creating incentives that will foster unintended seaquences once a “loophole” is
created for LSEs to avoid RES compliance.

Regarding the appropriateness of including thef@ailia Department of Water
Resources and the federal Western Area Power Atittas regulated parties in the
RES (question posed, page 9), IEP believes tremt@himum the load served by
these parties should be captured in the RES program

b. Appropriateness of including other technologies ananodifying existing RPS
program limitations? Over the past six years, the legislature has ddlzatd
resolved a number of issues related to achievisgeaific target of renewable
penetration. Importantly, the legislature has beamicularly clear on the definition
of renewables that would count toward RPS compéarEP does not believe that
this definition need be modified by the CARB forposes of RPS compliance absent
legislative action. Accordingly, IEP agrees the tlefinition of eligible renewable
resources should defer to the CEC/CPUC determm@)@nd, importantly, not be
expanded to include large hydroelectric or nonnexide generating facilities such as
nuclear facilities. To do so would make a mockarthe 33% standard, as the
original RPS standard was set at a level that Bpalty recognized that large hydro
and nuclear facilities would not be included in toeinting of compliance; otherwise,
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the RPS target would have been set much highertinas been set. Moving to a
33% compliance obligation while incorporating lafggro and/or nuclear is to
simply move backwards in terms of RPS goal attamtrbecause existing large hydro
and nuclear will provide more than enough energyéet today’s goals without any
real increase in “clean” electric generation toghnid.

c. Potential impact of modifying the deliverability requirements for out-of-state
generating resources?IEP does not believe any change in the delivetrabi
requirements is warranted at this time. Consisigitht legislative direction, the CEC
has an operating protocol for determining the bily of out-of-state resources
consistent with the direction of the legislaturattimcludes (a) a requirement to
consider the environmental impacts of out-of-stasources in light of California
environmental law, (b) a specific deliverabilitygterement, including a “firming and
shaping” requirement to match delivered of outtates resource generation to better
match in-state load. This approach is working simauld remain for the time being.

d. Purchase and Use of Renewable Energy Credits (RECJEP supports the use of
bundled and unbundled RECs to help meet RPS comggliaParticularly in today’s
environment in which developing in-state renewabtources faces tremendous
siting and transmission constraints, providing LSSW&ith a tool such as RECs to meet
RPS/RES compliance obligations is necessary.

e. Measuring Compliance of RES (Metric Options). The staff has suggested that one
option for monitoring RES compliance would be tcasigre compliance based on
MWhs of eligible renewable generation obtaineddxyutated parties. The staff has
noted that another option would be to develop &esysvhereby verified MWhs of
eligible generation would be converted to tons BliGsreductions. Other parties
have suggested moving to a direct, life-cycle GH@lysis.

IEP strongly recommends that the CARB not movedoect, life-cycle GHG
analysis for purposes of RPS compliance. This bfanalysis is intractable and will
unnecessarily delay program implementation. Aesalt, this approach will (a)
undermine the tremendous capital investment pdeiditure renewable
infrastructure investment in California today unthes current structure, and (b)
potentially undermine the billions of capital inteent already committed to CA’s
RPS under existing and/or pending contracts. Gémirgthe status quo, i.e. an
approach of measuring compliance in anything atien MWhs (i.e. renewable
sales) could have dramatic and significant unintencbnsequences.

On the other hand, to the extent that GHG emisstonsiderations are important
above and beyond the Executive Order’'s determindhiat 33% is an appropriate
renewable goal, we recommend maintaining complishosvings from LSEs based
on a percent of retail sales (i.e. MWhs) and tingpute a CARB calculated emissions
reduction benefit for use in determining progresgard the AB 32 emission
reduction goals. This will have the advantageaifundermining (nor delaying) on-
going procurement practices that are critical teueimg that the state move forward
rather than backward in renewable procurementth&extent that the emissions
benefit is to be calculated/imputed by CARB, thadfdtas inquired as to whether to

1215 K Street ¢ Suite 900 « Sacramento, CA 95814 - office: 916-448-9499 - fax: 916-448-0182 « email: iep@iepa.com



employ a “uniform GHG emission reduction factor; alternatively, employ an
“average marginal emission reduction factor by beilag authority.” At this point,
IEP recommends employing the “uniform” approachtfa reasons stated in
Attachment 1: namely, (a) consistency with statws gnd thus less likely to result in
unintended consequences in near term, (b) adnahistrsimplicity and thus less
likely to delay program implementation, and (c) sistency with the CARB Scoping
Plan and thus providing a measure of regulatorgi@mmmatic certainty important for
developers and LSE’s alike.

f. Should Compliance Schedule be Annual or on a diffent compliance schedules?
IEP believe that RES compliance should be measagsedpercentage of MWhs
delivered to load annually. We recognize, howethat new renewable development
can occur in phases, essentially resulting in “lyhgalditions to the electric grid.
Accordingly, we can support some measure of flexddmpliance. IEP recommends
consideration of an annual compliance goal, sultgeahnual reporting, and then firm
compliance obligations set on a firm three year gitance schedule.

g. Generation of RES Compliance Credits.As IEP understands this concept, it is
akin to integrating into overall program design toacept of borrowing and banking.
IEP supports banking of RES credits, but has caorscetth RES Credit Banking if
the banking is employed to delay attainment of deampe obligations. RECSs, which
must be certified and tracked within the WREGISoaeting system, should be
retired upon use by an LSE for purposes of RES tiamge.

lll.  Conclusion

For the initial stage of CARB’s RES program implenation (e.g. the next 12-24 months),
IEP recommends that CARB not take takes stepsabalid change major existing program
design and, thereby, undermine the significanttahpivestment committed now and soon to
be committed to assist California in meeting itsen@able goals. Rather, build off of the
existing programmatic infrastructure structuredtiy CPUC and CEC for the RPS, and
utilize this infrastructure to purposes of RES pang design and compliance. This approach
would suggest maintenance of regulatory certaintystability in such critical areas as (a)
definitions of eligible renewable resources, (basweing compliance in terms of percent (%)
of retail sales (i.e. MWhs) rather than GHG redutsi and (c) supporting current
deliverability language to provide for necessarnesgable project development across
California’s borders in known renewable resour@asay and (d) allowing a reasonable
amount of RECs to assist LSEs in achieving RES ¢iamge in a timely and cost-effective
manner.

Respectively submitted,
S;ﬁ;%

Steven Kelly
Policy Director
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